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Abstract
7KLVLVWKHÀUVWRIDVHULHVRISODQQHGUHSRUWVRQPLFURFUHGLWLQ&KLQD
,QWKLVSDSHUZHRIIHURXUYLHZRIZKDWLVSUHYHQWLQJPLFURFUHGLWIURP
GHYHORSLQJLQ&KLQDDQGRIIHUDOLVWRIUHFRPPHQGDWLRQVIRU&KLQHVH
SROLF\PDNHUVWKDWZLVKWRSURPRWHWKLVVHFWRU2XUSUHOLPLQDU\
DQDO\VLVVXJJHVWVWKDWPLFURFUHGLWLVQRWGHYHORSLQJIDVWLQ&KLQDGXH
WRDVHWRIUHJXODWLRQVWKDWQHHGWREHDPHQGHGWKHWLJKWHFRQRPLF
YLDELOLW\RIDPLFURFUHGLWFRPSDQLHVWKHODFNRIDFFHVVWRERWKGRPHVWLF
DQGLQWHUQDWLRQDOFDSLWDOPDUNHWVDVDVRXUFHRIIXQGLQJDQGODFN
RIWUXHPLFURFUHGLWVHUYLFHRIIHUHGE\9LOODJH%DQNV2XUPDLQEHOLHI
LVWKDWZKLOHWKHYDULRXVLQLWLDWLYHVRIVHYHUDO1*2VRSHUDWLQJRQD
QRQSURÀWEDVLVLQ&KLQDDUHODXGDEOHDQGVXFFHVVIXOHYHQZLWKLQWKH
OLPLWHGVFRSHLQZKLFKWKH\RSHUDWHDWUXHGHYHORSPHQWRIPLFURFUHGLW
LQ&KLQDWKDWFDQPDNHDUHDOLPSDFWRQWKHYDVWQXPEHURIPLGORZ
LQFRPHUHVLGHQWVFDQRQO\RFFXULIDGRXEOHERWWRPOLQHDSSURDFKLV
LPSOHPHQWHG7KDWLVERWKVHUYLQJWKHVRFLDOPLVVLRQRIKHOSLQJSRRU
SHRSOHDQGHVWDEOLVKLQJÀQDQFLDOO\YLDEOHOHQGLQJHQWLWLHV7KHUHIRUH
ZHSURSRVHWKHFUHDWLRQRIDQHZPRUHÁH[LEOHW\SHRILQVWLWXWLRQ
UHJXODWHGE\DQHZERG\LQGHSHQGHQWIURPWKH&KLQD%DQNLQJ5HJXOD
WRU\&RPPLVVLRQ7KHQHZPLFURFUHGLWLQVWLWXWLRQZLOOEHDOORZHG
WRUHFHLYHFXVWRPHUGHSRVLWVZLOOQRWKDYHVWULFWPLQLPXPFDSLWDO
Ё೑ᇣ乱䌋ℒᇍѢᬓㄪࠊᅮ㗙ⱘ᥼㤤
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UHTXLUHPHQWFDQRSHUDWHDFURVVDZKROHSURYLQFHLVWD[H[HPSWDQG
FDQDFFHSWLQYHVWPHQWIURPERWKGRPHVWLFDQGLQWHUQDWLRQDOLQYHVWRUV
,QH[FKDQJHIRUWKHVHUHOD[HGUXOHVVXFKDQHZPLFURÀQDQFHFRQFHUQ
WKDWZHZLOOFDOO¶0LFURÀQDQFH&RPSDQ\3OXV'HSRVLW·RU0&&'
ZLOOKDYHWRFRPPLWWRVHUYHWKHORZLQFRPHSRSXODWLRQDQGKDYH
PD[LPXPORDQVL]HFDSSHGVRWKDWWUXHPLFURORDQSURGXFWVDUH
RIIHUHG7KLVUHSRUWLVDLPHGDW&KLQHVHSROLF\PDNHUVLQ&HQWUDODQG
/RFDO*RYHUQPHQWV3HRSOH·V%DQNRI&KLQD&KLQD%DQNLQJ5HJXOD
WRU\&RPPLVVLRQDVZHOODVH[LVWLQJDQGSRWHQWLDOSUDFWLWLRQHUVDQG
LQYHVWRUVZKRZLVKWRJDLQDQLQLWLDODVVHVVPHQWRIWKHLQGXVWU\7KH
ÀUVWVHFWLRQRIWKHUHSRUWEULHÁ\LQWURGXFHVVRPHNH\UHOHYDQWIDFWVLQ
VHFWLRQWZRZHKLJKOLJKWFXUUHQWSUREOHPVDQGDWWKHHQGZHRIIHU
VRPHSROLF\UHFRPPHQGDWLRQV2XUFRQFOXVLRQVDUHWKHUHVXOWVRI
ÀHOGYLVLWVWRWKH$VVRFLDWLRQRI5XUDO'HYHORSPHQWRI<LORQJFRXQW\
LQ6LFKXDQSURYLQFHSOXVVHYHUDOPHHWLQJVDQGH[FKDQJHRIYLHZV
ZLWKPDQ\RUJDQLVDWLRQVLQFOXGLQJ81'33ODQHW)LQDQFH&KLQHVH
$FDGHP\RI6RFLDO6FLHQFH+6%&*UDPHHQ*7=*UDGXDWH6FKRRORI
3HRSOH·V%DQNRI&KLQDVWDIIDQGVWXGHQWVDW=KHMLDQJ8QLYHUVLW\DQG
/RQGRQ0HWURSROLWDQ8QLYHUVLW\
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1. Microcredit in China 
– Industry Overview
De!nition of microcredit
*HQHUDOO\VSHDNLQJPLFURFUHGLW
FRQVLVWVRIWKHSURYLVLRQRIVPDOO
ORDQVIURPDIHZKXQGUHGWRD
IHZWKRXVDQGGROODUVWRERWK
LQGLYLGXDOVDQGPLFURHQWHUSULVHV
PRVWO\LQUXUDOEXWDOVRLQXUEDQ
DUHDVZLWKRXWWKHQHHGRIFROODWHU
DOV/RDQVL]HLVJHQHUDOO\GHÀQHGDV
QRPRUHWKDQRIDQDUHD·V*'3
SHUFDSLWD*LHKOHUDOWKRXJK
WKLVLVDWRSLFRIKHDWHGGHEDWH
8VLQJVXFKDGHÀQLWLRQGXHWRWKH
ODUJHYDULDWLRQVRI*'3SHUFDSLWD
DFURVV&KLQHVHSURYLQFHVDQGHYHQ
PRUHDFURVVFRXQWLHVWKHPHDQLQJRI
ZKDWLVWUXO\PLFURFUHGLWYDULHV2I
FRXUVHWKHJHQHUDOO\XVHGGHÀQLWLRQ
RIRI*'3LVQRWDVWULFWOLPLW
EXWLWLVXVHIXODVDZD\WRDVVHVVLID
FHUWDLQRUJDQL]DWLRQ·VDFWLYLWLHVIDOO
ZLWKLQWKHVFRSHRIPLFURFUHGLW$VD
UHVXOWZKLOHLQ6KDQJKDLDORDQYDOXH
RI50%ZRXOGIDOOXQGHUWKH
KHDGLQJRIPLFURFUHGLWLQ*XL]KRX
SURYLQFHDORDQRIPRUHWKDQ
50%LVDOUHDG\FORVHWRWKHXSSHU
OLPLW)LJXUHVKRZV*'3SHUFDSLWD
DQGJHQHUDOO\DFFHSWHGPD[LPXP
ORDQVL]HSHUSURYLQFHDFFRUGLQJWR
WKHRI*'3UXOH2IFRXUVHQRW
HYHU\RQHXVHVWKHVDPHGHÀQLWLRQRI
PLFURFUHGLWDQGWKLVFUHDWHVFRQIXVLRQ
LQWKHLQGXVWU\DVVRPHFRPSDQLHV
HYHQFRQVLGHU¶PLFURFUHGLW·ORDQV
RIP50%1RWZLWKVWDQGLQJWKLV
SUHPLVHLQWKLVUHSRUWZHZLOODUJXH
IRUDQHYHQVWULFWHUGHÀQLWLRQRI
PLFURFUHGLWWKDWZHZLOOGHÀQHDV[
HDFKLQGLYLGXDOFXVWRPHU·VDQQXDO
LQFRPHDVGLVFXVVHGLQ6HFWLRQ
Figure 1 – GDP per capita breakdown by province and max theoretical microcredit loan size (RMB)
Province GDP/Cap
Max 
microcredit 
loan value Province GDP/Cap
Max 
microcredit 
loan value Province GDP/Cap
Max 
microcredit 
loan value
Shanghai 72,536 50,775 Jilin 23,497 16,448 Hunan 17,487 12,241
Beijing 61,876 43,313 Hebei 23,164 16,215 Qinghai 17,347 12,143
Tianjin 54,034 37,824 Heilongjiang 21,723 15,206 Hainan 17,087 11,961
Zhejiang 41,967 29,377 Shanxi 20,345 14,242 Sichuan 15,368 10,758
Jiangsu 39,483 27,638 Hubei 19,840 13,888 Guangxi 14,891 10,424
Guangdong 37,402 26,181 Xinjiang 19,727 13,809 Jiangxi 14,728 10,310
Shandong 32,995 23,097 Henan 19,523 13,666 Anhui 14,465 10,126
Inner Mongolia 32,157 22,510 Shaanxi 18,212 12,748 Tibet 13,795 9,657
Liaoning 31,199 21,839 Chongqing 17,952 12,566 Yunnan 12,547 8,783
Fujian 30,031 21,022 Ningxia 17,784 12,449 Gansu 12,085 8,460
Guizhou 8,789 6,152
Source: National Bureau of Statistics, 2009
4 Policy Report
:HSUHIHUWRXVHDFWXDOLQFRPHSHU
FDSLWDLQVWHDGRI*'3SHUFDSLWD
EHFDXVHLQ&KLQDWKHUHODWLRQVKLS
EHWZHHQ*'3SHUFDSLWDDQGLQFRPH
SHUFDSLWDKDVH[SHULHQFHGDGLVFRQ
QHFWLRQDVZDJHVKDYHEHHQNHSW
ORZDQGPRVWRIWKHYDOXHFUHDWHG
E\HFRQRPLFJURZWKKDVEHHQFRQ
FHQWUDWHGLQWKHFRUSRUDWHVHFWRU
UDWKHUWKDQDWLQGLYLGXDOOHYHO
The market for microcredit
,WKDVEHHQHVWLPDWHGWKDWRQHWKLUG
RIWKHUXUDOSRSXODWLRQVRPHP
KDYHQRDFFHVVWRFUHGLWDQGDVLJ
QLÀFDQWSURSRUWLRQRIWKHVHPD\EH
H[SHFWHGWRTXDOLI\DVSRWHQWLDOUHFLS
LHQWVRIPLFURFUHGLW3ODQHW)LQDQFH
7KLVLVLQDGGLWLRQWRWKRVH
XUEDQUHVLGHQWVWKDWVLPLODUO\ODFN
DFFHVVWRFUHGLW)RUXQOLNHZKDWLV
JHQHUDOO\DVVXPHGPLFURFUHGLWLVQRW
VROHO\DLPHGDWUXUDOUHVLGHQWVEXWDW
DOOORZLQFRPHSHRSOH,QXUEDQDUHDV
WKHVHZLOOLQFOXGHGIRUH[DPSOH
ODLGRIIXUEDQZRUNHUVPLFURHQWUH
SUHQHXUVRUVLPSO\YHU\ORZLQFRPH
UHVLGHQWV,QGHHGGXHWRWKHODUJH
QXPEHURIPLJUDQWZRUNHUVZKRDUH
PRYLQJWRFLWLHVWKHQXPEHURIORZ
LQFRPHXUEDQUHVLGHQWVSRWHQWLDO
EHQHÀFLDULHVRIPLFURORDQVWHQGV
WRJURZRYHUWLPH,QDGGLWLRQDVLV
VHWRXWEHORZWKHRIÀFLDOUHJLVWUDWLRQ
V\VWHPRYHUUHFRUGVUXUDOUHVLGHQF\
DQGXQGHUUHFRUGVXUEDQ7KXVWKH
PDUNHWIRUPLFURFUHGLWLQXUEDQDUHDV
WHQGVWREHXQGHUHVWLPDWHGHYHQ
FRPSOHWHO\QHJOHFWHGZKLOHWKDW
IRUWKHUXUDODUHDVLVH[DJJHUDWHG
$FFRUGLQJWRGDWDIURPWKH
1DWLRQDO%XUHDXRI6WDWLVWLFV
LQ&KLQDWKHUHDUHPUXUDO
UHVLGHQWVRUPKRXVHKROGV+RZ
HYHUWKHDFWXDOQXPEHURIFLWL]HQV
OLYLQJLQUXUDODUHDVLVYHU\PXFKOHVV
WKDQWKHVHRIÀFLDOÀJXUHVVXJJHVW
7KHUHDUHWZRUHDVRQVIRUWKLV)LUVWO\
DFFRUGLQJWRWKHRIÀFLDOGHÀQLWLRQ
WKHODUJHQXPEHURI&KLQHVHUXUDO
PLJUDQWZRUNHUVOLYLQJLQFLWLHVDQG
WRZQVDQGUHWXUQLQJKRPHRQFHRU
WZLFHD\HDUDUHVWLOOFRQVLGHUHGDV
UXUDOUHVLGHQWVEHFDXVHWKH\VHQG
EDFNWKHPDMRULW\RIWKHLULQFRPHVWR
UXUDOEDVHGKRPHV6HFRQGO\ZKHUH
DSHUVRQPRYHVWRDFLW\IRUPDQ\
\HDUVDQHYHQWWKDWZRXOGPDNH
WKHPDWUXHXUEDQUHVLGHQWWKH\
GRQRWUHJLVWHUWKHLUQHZUHVLGHQF\
DQGVRNHHSWKHLU¶UXUDO·KXNRX
(VWLPDWLQJWKHWRWDOQXPEHU
RIFXUUHQWFXVWRPHUVWKDWUHFHLYH
PLFURFUHGLWVHUYLFHVLVKLJKO\SURE
OHPDWLFDVHYHU\RQH·VGHÀQLWLRQRI
PLFURFUHGLWLVGLIIHUHQWDQGWKHUH
LVDVKRUWDJHRIGHWDLOHGGDWD,W
KDVEHHQHVWLPDWHGWKDWWKHUHDUH
VRPHPPLFURFUHGLWFXVWRPHUV
LQ&KLQD:KLOHWKLVLVDYHU\ORZ
QXPEHUJLYHQWKHSRWHQWLDOPDUNHW
ZHEHOLHYHWKDWLWLVDVHULRXVRYHU
HVWLPDWH7KHPHVWLPDWHLQFOXGHV
WKHPFXVWRPHUVRIWKH3RVWDO
6DYLQJV%DQN+RZHYHUWKHVHKDYH
DQDYHUDJHORDQVL]HRI50%
¶,WKDVEHHQHVWLPDWHGWKDWRQH
WKLUGRIWKHUXUDOSRSXODWLRQ
VRPHPKDYHQRDFFHVV
WRFUHGLW·
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RQO\RIFXVWRPHUVERUURZOHVV
WKDQ50%6LPLODUO\LQ=KH
MLDQJSURYLQFHRIWKHVRFDOOHG
PLFURFUHGLWFXVWRPHUVRYHU
ERUURZPRUHWKDQP50%+HQFH
LWZRXOGVHHPOLNHO\WKDWRIWKHHVWL
PDWHGPPLFURFUHGLWFXVWRPHUV
RQO\DERXWKDOIDPLOOLRQUHFHLYHWUXH
PLFURFUHGLWVHUYLFHV+RZHYHUZKLOH
LWVHHPVFOHDUWKDWWKHUHLVDYHU\ODUJH
SRWHQWLDOPDUNHWIRUPLFURFUHGLW
WKHUHLVDQHHGIRUVRPHGHWDLOHG
UHVHDUFKDWWKHQDWLRQDOOHYHOWR
GHWHUPLQHWKHH[DFWVFDOHQDWXUHDQG
GLVWULEXWLRQRIWKHGHPDQG7KLVZLOO
EHWKHVXEMHFWRIRXUIXWXUHUHSRUWV
Distribution of Microcredit 
Institutions across China
&XUUHQWO\LQ&KLQDPLFURFUHGLW
VHUYLFHVDUHRIIHUHGE\WKUHH
PDLQW\SHVRIFRPSDQLHV
 1*2V
 5HJLVWHUHGPLFURFUHGLW
FRPSDQLHV0&&
 7RZQ9LOODJH%DQNV79%
$UHFHQWUHSRUWE\3HRSOH·V%DQN
RI&KLQDVKRZVWKHUHZHUH
DVRIHQGRIUHJLVWHUHG
PLFURFUHGLWFRPSDQLHVDERXW
RUJDQLVDWLRQVRSHUDWLQJDV
1*2VDQGDVLPLODUQXPEHURI
9LOODJH%DQNVVHH)LJXUH
7KLVVXJJHVWVWKDWWKHUHKDV
EHHQVRPHVLJQLÀFDQWLQFUHDVH
VLQFHWKHHQGRIZKHQWKHUH
ZHUHDSSUR[LPDWHO\0&&V
1*2VDQG9LOODJH%DQNV0RVW
RIWKHLQFUHDVHKDVEHHQGULYHQE\
QHZO\UHJLVWHUHG0&&VDQGDVPDOO
LQFUHDVHLQWKHQXPEHURI9LOODJH
%DQNVZKLOHWKHQXPEHURI1*2V
KDVUHPDLQHGVWDWLF2QHFRXOGLQIHU
WKDWWKHPRUHWKDQGRXEOLQJLQWKH
QXPEHURI0&&VLQGLFDWHVDKHDOWK\
JURZWKRIWKHVHFWRUDQGWKDWLQGHHG
0&&VUHSUHVHQWWKHPRVWG\QDPLF
SOD\HULQPLFURFUHGLWLQ&KLQD
8QIRUWXQDWHO\DVZHZLOOGLVFXVV
ODWHUWKLVGRHVQRWQHFHVVDULO\IROORZ
,QGHHGDFFRUGLQJWR3HRSOH·V%DQN
RI&KLQDUHSRUWDOPRVWDOOQHZO\
UHJLVWHUHG0&&UHDFKHGDFDSLWDO
UDWLRRIZLWKLQIHZPRQWKVRI
VWDUWLQJXSVXJJHVWLQJWKDWPXFKRI
WKHIXQGLQJZDVQRWRQO\QRWQHZ
PRQH\ÁRZLQJLQWRWKHPLFURFUHGLW
VHFWRUEXWLQPDQ\FDVHVFRPSULVHG
IXQGVWKDWKDVDOUHDG\EHHQOHQW
/RRNLQJDWWKHGLVWULEXWLRQRI
PLFURFUHGLWLQVWLWXWLRQVDFURVV
SURYLQFHZHQRWLFHGDQRYHU
UHSUHVHQWDWLRQRI,QQHU0RQJROLD
ZKLFKPDGHXSRIWKHFRXQWU\
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Figure 2 – Distribution of micro-
credit institution by type (data 
for end of 2009)
Source: People’s Bank of China, 
2009
Figure 3 – Microcredit institu-
tions break-down by province 
(data for end of 2009)
Source: People’s Bank of China, 
2009
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WRWDOIROORZHGE\+HEHLZLWK
LQVWLWXWLRQVRIFRXQWU\WRWDO
=KHMLDQJZLWKLQVWLWXWLRQRI
FRXQWU\WRWDODQGDJHQWO\GHFOLQLQJ
FRQWULEXWLRQIURPRWKHUSURYLQFH
)LJXUHVKRZVWKHEUHDNGRZQ
:KHQZHFRPELQHWKHGDWDRQ
W\SHRILQVWLWXWLRQZLWKWKHJHR
JUDSKLFGLVWULEXWLRQDQLQWHUHVWLQJ
SLFWXUHHPHUJHVZLWKVRPHSURYLQFHV
KDYLQJDYHU\KLJKSURSRUWLRQRI
00&UHJLVWHUHGFRPSDQLHVDQGVRPH
RWKHUVDKLJKSURSRUWLRQRI1*2V
VHH)LJXUHVDQG)RUH[DPSOHLQ
*XDQJGRQJ6KDQGRQJDQG
=KHMLDQJWKHWKUHHSLOODUVRI&KLQD·V
H[SRUWLQGXVWU\0&&UHSUHVHQW
DOPRVWRIWRWDOOHQGLQJLQVWLWX
WLRQVZKLOHLQWKHOHVVGHYHORSHG
DUHDVRI4LQJKDL*DQVX6LFKXDQ
1*2VKDYHDKLJKHUUHSUHVHQWDWLRQ
,WDSSHDUVVWUDQJHWKDWMXVWZKHUH
WKHSURYLVLRQRIPLFURFUHGLWIDFLOL
WLHVLVPRVWQHHGHGLQYHVWRUVDUHQRW
DWWUDFWHGWRWKHVHPDUNHWVDQGSUHIHU
WKHKLJKHULQFRPHPRUHGHYHORSHG
SURYLQFHV3HUKDSVRWKHUIRUFHVDUH
LQSOD\2QFHDJDLQZHÀQGWKDW
DQDO\VLQJ&KLQDDVDZKROHSRVHV
VHULRXVSUREOHPVDQGWKHUHLVDQHHG
IRUVRPHIXUWKHUGHWDLOHGUHVHDUFK
Review of current policies governing 
microcredit institutions
7KHWKUHHPDLQW\SHVRIHQWLWLHV
RIIHULQJPLFURFUHGLWVHUYLFHVLQ&KLQD
1*2V0&&DQG9LOODJH%DQNVDUH
VXEMHFWWRGLIIHUHQWUHJXODWLRQVDQG
KDYHHQRUPRXVO\GLIIHUHQWGHJUHHV
RIÁH[LELOLW\7KH&KLQD%DQNLQJ
5HJXODWRU\&RPPLVVLRQ&%5&
LQFRQMXQFWLRQZLWK3HRSOH·V%DQN
RI&KLQD3%&LVVXHGLQ0D\
VRPHJXLGHOLQHV5XOHJRYHUQLQJ
WKHHVWDEOLVKPHQWDQGRSHUDWLRQVRI
PLFURFUHGLWFRPSDQLHV6XEVHTXHQWO\
LQ-XQH&5%&DQG3%&LVVXHGD
VHWRIUHTXLUHPHQWIRUDQ\PLFURFUHGLW
HQWLW\WKDWZLVKWRWUDQVIRUPLWVOHJDO
VWDWXVLQWRD9LOODJH%DQN5XOH
+RZHYHU5XOHRQO\SURYLGHVVRPH
¶PLQLPXPUHTXLUHPHQWV·JXLGHOLQHV
EXWHYHU\SURYLQFHKDVWKHDXWKRULW\
WRLPSRVHHYHQPRUHVWULQJHQWUXOHV
DQGLQSUDFWLVHRQO\LQDIHZUHJLRQV
RI&KLQDLV5XOHDSSOLHGLQLWVSXUH
IRUP)LJXUHVXPPDULVHVWKHFKDU
DFWHULVWLFVRIHDFKW\SHRIHQWLW\ZKLOH
G
ua
ng
do
ng
S
ha
nd
on
g
S
ha
ng
ha
i
Zh
ej
ia
ng
H
eb
ei
In
ne
r M
on
go
lia
A
nh
ui
N
in
gx
ia
Ji
an
gs
u
Li
ao
ni
ng
H
ei
lo
ng
jia
ng Ji
lin
C
ho
ng
qi
ng
S
ha
nx
i
Yu
nn
an
H
ub
ei
Ti
an
jin
G
ui
zh
ou
Ji
an
gx
i
S
ha
an
xi
G
an
su
G
ua
ng
xi
Xi
nj
ia
ng
H
en
an
S
ic
hu
an
B
ei
jin
g
Q
in
gh
ai
Fu
jia
n
H
ai
na
n
H
un
an
G
ua
ng
do
ng
S
ha
nd
on
g
S
ha
ng
ha
i
Zh
ej
ia
ng
H
eb
ei
In
ne
r M
on
go
lia
A
nh
ui
N
in
gx
ia
Ji
an
gs
u
Li
ao
ni
ng
H
ei
lo
ng
jia
ng Ji
lin
C
ho
ng
qi
ng
S
ha
nx
i
Yu
nn
an
H
ub
ei
Ti
an
jin
G
ui
zh
ou
Ji
an
gx
i
S
ha
an
xi
G
an
su
G
ua
ng
xi
Xi
nj
ia
ng
H
en
an
S
ic
hu
an
B
ei
jin
g
Q
in
gh
ai
Fu
jia
n
H
ai
na
n
H
un
an

MCC    NGO    Village Bank
MCC    NGO    Village Bank
100%
80%
60%
40%
20%
0%
180
160
140
120
100
80
60
40
20
0
G
ua
ng
do
ng
S
ha
nd
on
g
S
ha
ng
ha
i
Zh
ej
ia
ng
H
eb
ei
In
ne
r M
on
go
lia
A
nh
ui
N
in
gx
ia
Ji
an
gs
u
Li
ao
ni
ng
H
ei
lo
ng
jia
ng Ji
lin
C
ho
ng
qi
ng
S
ha
nx
i
Yu
nn
an
H
ub
ei
Ti
an
jin
G
ui
zh
ou
Ji
an
gx
i
S
ha
an
xi
G
an
su
G
ua
ng
xi
Xi
nj
ia
ng
H
en
an
S
ic
hu
an
B
ei
jin
g
Q
in
gh
ai
Fu
jia
n
H
ai
na
n
H
un
an
G
ua
ng
do
ng
S
ha
nd
on
g
S
ha
ng
ha
i
Zh
ej
ia
ng
H
eb
ei
In
ne
r M
on
go
lia
A
nh
ui
N
in
gx
ia
Ji
an
gs
u
Li
ao
ni
ng
H
ei
lo
ng
jia
ng Ji
lin
C
ho
ng
qi
ng
S
ha
nx
i
Yu
nn
an
H
ub
ei
Ti
an
jin
G
ui
zh
ou
Ji
an
gx
i
S
ha
an
xi
G
an
su
G
ua
ng
xi
Xi
nj
ia
ng
H
en
an
S
ic
hu
an
B
ei
jin
g
Q
in
gh
ai
Fu
jia
n
H
ai
na
n
H
un
an

MCC    NGO    Village Bank
MCC    NGO    Village Bank
100%
80%
60%
40%
20%
0%
180
160
140
120
100
80
60
40
20
0
Figure 4 – Distribution of Micro Finance Organisations by type and province 
(data for end of 2009)
Figure 5 – Number of microcredit institution broken down by province
(data for end of 2009)
Source: People’s Bank of China, 2009
Source: People’s Bank of China, 2009
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)LJXUHVKRZVHDFKORFDOLPSOHPHQWD
WLRQSURYLQFHE\SURYLQFH*UDGXDWH
6FKRRORI7KH3HRSOH·V%DQNRI&KLQD
7KHLPSRUWDQWHOHPHQWVWKDWZH
ZLVKWREULQJWR\RXUDWWHQWLRQDUH
 1*2FDQRQO\EHÀQDQFHG
WKURXJKGRQDWLRQVDLG7KH\FDQ
QRWUDLVHHTXLW\RUGHEWFDSLWDODQG
FDQQRWUHFHLYHFXVWRPHUGHSRVLWV
,QSUDFWLFHWKHLURQO\VRXUFHRI
IXQGVLVGRQDWLRQV$UHDVRIRSHUD
WLRQDUHOLPLWHGWRHDFKFRXQW\
ZKHUHDSHUPLWLVJUDQWHGDQGDUH
WD[H[HPSWEHLQJQRQSURÀW
 0LFURFUHGLWFRPSDQLHV0&&
FDQDFFHSWHTXLW\DQGGHEW
LQYHVWPHQWVLQWKHRU\DOVRIURP
RYHUVHDVLQYHVWRUVEXWLQSUDFWLVH
IRUHLJQFDSLWDOGRHVQRWRIWHQÀQG
LWVZD\LQWRWKLVLQGXVWU\/LNH
1*2VWKH\FDQQRWPRELOLVHFXV
WRPHUGHSRVLWVDQGPXVWREWDLQ
DSSURYDOIURPWKHUHOHYDQWDXWKRU
LW\IRUHDFKFRXQW\LQZKLFKWKH\
ZLVKWRRSHUDWH7KH\PXVWKDYHD
PLQLPXPUHJLVWHUHGFDSLWDO%DVH
5XOHRIP50%RUP50%
GHSHQGLQJRQZKHWKHUWKHHQWLW\
LVUHJLVWHUHGDVDOLPLWHGOLDELOLW\
FRPSDQ\RUDVDMRLQWVWRFNOLPLWHG
FRPSDQ\$VZHPHQWLRQHGDERYH
PLQLPXPFDSLWDOUHTXLUHPHQWV
YDU\VXEVWDQWLDOO\IURPSURYLQFH
WRSURYLQFHPRVWO\DVDUHVXOWRI
YDU\LQJWKHPXOWLSOHRIWKH%DVH
5XOH0XOWLSOHVUDQJHIURP[
%DVH5XOHDVLQ,QQHU0RQJROLD
WR[DQGHYHQ[LHP50%
IRUDFRPSDQ\OLPLWHGE\VKDUHV
DVLQ+HEHL%HLMLQJ7LDQMLQ
=KHMLDQJ6KDQGRQJ0&&VDUH
WD[HGOLNHFRPPHUFLDOFRPSDQLHV
DQGPXVWKDYHDPLQLPXPRI
VKDUHKROGHUVHDFKRIZKRP
FDQQRWKROGPRUHWKDQD
RIVKDUHFDSLWDO7KHPD[LPXP
DPRXQWRIGHEWWKDWDQ0&&FDQ
Figure 6 – Types of micro-credit companies, scopes of operation, requirement and regulations
Type of 
Organisation
Sources of 
Fund
Geographic origin 
of funds
Product  
rage
Shareholders 
requirements
Tax 
Treatment 
NGO Only donations Worldwide Micro loans
Cannot receive deposits from 
the general public
Tax exempt
Microcredit com-
panies (Rule 23)
Donations, 
equity and 
debt invest-
ment
gearing (debt/
equity) cannot 
exceed 50%
Donation (World wide)
Equity
Debt
Overseas direct 
investment (debt or 
equity) is not forbid-
den, but in practice 
complicated
Micro loans only. 
Cannot receive deposits from 
the general public
Outstanding loan from the 
same borrower cannot exceed 
5% of total net capital
Interest rate cannot exceed 
4x the statutory rate (this rule 
is probably going to be lifted 
soon)
Each shareholder (or 
connected parties) cannot 
hold more than 10% of total 
share capital. For compa-
nies limited by shares, 51% 
of shareholders must be 
companies registered in 
China 
5.3% busi-
ness tax, 
plus 20-25% 
enterprise 
income tax
Village Banks
(Rule 48) or scaling 
down operations
Donations, 
equity 
and debt 
investment, 
customer 
deposits
As banks or !nancial 
institution, interna-
tional investment falls 
under the ‘restricted’ 
list of the Ministry of 
Commerce and the 
State Development 
and Reform Commis-
sion
All banking services, loans, 
deposit, card, money transfer 
etc
Agricultural loan must repre-
sent at least 60% of total
If domestic, must be in 
good !nancial standing 
and been pro!table for two 
consecutive years prior to 
the application.
If foreign, must have total 
asset of no less than 
US$1bn.. as of the end of 
previous year; 
5.3% busi-
ness tax, 
plus 20-25% 
enterprise 
income tax
Source: Derived from rule 23 and Rule 48, see China Banking Regulatory Commission, May 2008 and June 2009
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Figure 7 – Provincial variations in Rule 23 (Base Rule)
Rule 23, Nation-
wide Guideline 
(Base Rule)
Limited Company
5m. RMB
Company Limited by Shares
10m. RMB
Province Minimum Registered Capital Requirements (RMB)
Beijing 50m. (10x) 100m. (10x)
Tianjin More than 50m. (10x) and less than 200m. (40x) More than 100m (10x). and less than 200m. (20x)
Hebei 50m. (10x) 80m. (8x)
Shanghai 20m. (4x) 50m. (5x)
Jiangsu Range from 20m. (4x) to 50m. (10x), depending on the 
local area
Range from 20m. (2x) to 50m. (5X) depending on the 
local area 
Zhejiang 50m. (10x), with some exceptions, such as  
Wenzhou 
80m. (8x), with some exceptions
Fujian Not Available Not Available
Shandong 50m. (10x) 70m. (7x)
Guangdong 30m. (6x) 50m. (5x)
Hainan 15m. (3x) 20m. (2x)
Liaoning From 20m. (4x) to 30m. (6x) From 30m. (3x) to 50m. (5x)
Jilin 10m. (2x) 20m. (2x)
Heilongjiang 10m. (2x) 20m. (2x)
Shanxi 50m. (10x), with three exceptions 50m. (5x) with three exceptions
Inner Mongolia 5m. (No Difference) 10m. (No Difference)
Anhui 20m. (4x) 40m. (4x)
Jiangxi Not Available Not Available
Henan 20m. (4x) 40m. (4x)
Hubei 10m. (2x) 20m. (2x)
Hunan Not Available Not Available
Shaanxi 30m. (6x) 60m. (6x)
Guanxi 5m. (No Difference) 10m. (No Difference)
Chongqing 20m. (4x) 30m. (3x)
Sichuan 50m. (10x) or 100m. (20x) if registered as national 
companies
50m. (5x) or 100m. (10x) if registered as national 
companies
Guizhou 5m. (No Difference) 10m. (No Difference)
Yunnan 10m. (2x) 20m. (2x)
Tibet Not Available Not Available
Gansu 10m. (2x) 20m. (2x)
Qinghai 10m. (2x) 20m. (2x)
Ningxia Not Available Not Available
Xinjiang From 5m. (no difference) to 50m. (10x), depending if 
operates at county or provincial level
From 10m. (no difference) to 100m. (10x), depending if 
operates at county or provincial level
Source: Graduate School of the People’s Bank of China, 2008
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UDLVHFDQQRWH[FHHGRIUHJ
LVWHUHGFDSLWDODQGWKHGHEWFDQ
FRPHDWPRVWIURPWZREDQNV
 7RZQ9LOODJH%DQNVVLPSO\
SXWDUHMXVWOLNHDQ\RWKHUEDQN
WKH\FDQWDNHFXVWRPHUGHSRVLWV
DQGRIIHUDOONLQGVRIDGGLWLRQDO
ÀQDQFLDOVHUYLFHVWKH\DUHRIWHQ
UHIHUUHGWRDVPLFURÀQDQFHFRP
SDQLHVDVWKHLUVFRSHRIEXVLQHVV
H[WHQGVEH\RQGPLFURFUHGLW
SHUVHDVWKH\DUHDOORZHGWR
RIIHUWKHIXOOUDQJHRIÀQDQFLDO
VHUYLFHV7KH\FDQEHÀQDQFHG
E\GHEWRUHTXLW\DQGIDOOXQGHU
WKHVWULFWVXSHUYLVLRQRI&%5&
$VÀQDQFLDOLQVWLWXWLRQVWKH\
DUHUHJXODWHGE\WKH0LQLVWU\RI
&RPPHUFHDQG6WDWH'HYHORS
PHQWDQG5HIRUP&RPPLVVLRQ
7KH\PXVWKDYHDWKUHH\HDU
RSHUDWLRQDOKLVWRU\DQGKDYHEHHQ
SURÀWDEOHIRUWKHODVWWZR\HDUV
)XUWKHUPRUHRYHURIWKHLU
ORDQVPXVWEHWRDJULFXOWXUH
2. Microcredit in China 
– Current Issues
,QWKLVVHFWLRQZHKLJKOLJKWZKDW
ZHSHUFHLYHDUHWKHPDLQLVVXHV
WKDWDUHSUHYHQWLQJPLFURFUHGLWLQ
&KLQDGHYHORSLQJLQWRDODUJHVFDOH
LQGXVWU\FRQWULEXWLQJWRGHYHORS
PHQWLQUXUDODUHDVDQGKHOSLQJ
ORZLQFRPHVWUDWDLQXUEDQDUHDV
,WLVSHUKDSVQDWXUDOWRWKLQNWKDW
&KLQDZRXOGEHDQLGHDOFDQGLGDWH
IRUPLFURFUHGLWVHUYLFHVLWKDVDODUJH
UXUDOSRSXODWLRQHYHQLIVPDOOHU
WKDQRIÀFLDOPDVLJQLÀFDQW
SRUWLRQRIWKHSRSXODWLRQ²DERXW
PSHRSOH²VWLOOOLYHLQSRYHUW\
DQGGHVSLWHEHLQJWKHVHFRQGODUJHVW
HFRQRP\LQWKHZRUOGLWV*3'SHU
FDSLWDDQGPRUHHVSHFLDOO\LQFRPH
SHUFDSLWDUHPDLQORZ0LFURORDQV
FRXOGEHXVHGE\&KLQHVHIDUPHUV
WRDFTXLUHVHHGVIHUWLOL]HUVVPDOO
PDFKLQHU\WUDQVSRUWYHKLFOHVDQG
WRPDNHRWKHUVPDOOLQYHVWPHQWV
LQFOXGLQJLQWKHHGXFDWLRQRIWKHLU
FKLOGUHQ7KXVPLFURFUHGLWVWKDW
ZLOOKHOSSRRUSHRSOHLQFUHDVHWKHLU
LQFRPHOLYHZLWKPRUHGLJQLW\
DQGDERYHDOOKRSH2YHUDOOLWZLOO
KHOSQDUURZWKHH[LVWLQJLQFRPH
GLVSDULW\EHWZHHQXUEDQDQGUXUDO
DUHDVDQGEHWZHHQKLJKLQFRPH
DQGORZLQFRPHXUEDQFLWL]HQV
+RZHYHUGHVSLWHDJUHDWGHDORI
HIIRUWVRPHORFDOVXFFHVVVWRULHVOLNH
$5'<$VVRFLDWLRQIRU'HYHORSPHQW
RI<LORQJDQG0LFURFUHG1DQFKRQJ
QHZUHJXODWLRQVDQG*RYHUQPHQW
SROLFLHVDLPHGDWHQFRXUDJLQJWKH
GHYHORSPHQWRIUXUDODUHDVVHH
WKHUHFHQWO\SXEOLVKHG'RFXPHQW
1R1WKHPLFURFUHGLWLQGXVWU\LQ
&KLQDKDVQRW\HWGHYHORSHGLWVIXOO
SRWHQWLDO,WLVHVWLPDWHGWKDWRQO\
RQHWKLUGRIWKHUXUDOSRSXODWLRQ
KDVDFFHVVWRVRPHVRUWRIFUHGLW
VHUYLFHVEXWQRWDOOLVPLFURFUHGLW
7KLVOHDYHVDODUJHXQWDSSHG
GHPDQGIURPSRWHQWLDOFXVWRPHUV
ZKRMXVWFDQQRWJHWDFFHVVWREDVLF
ÀQDQFLDOVHUYLFHV7KHERWWOHQHFN
LVWKHUHIRUHLQWKHVXSSO\VLGH
,QRXUYLHZWKHUHDVRQIRUWKLV
LVWKUHHIROGÀUVWO\PLFURFUHGLW
LQ&KLQDLVWRRIRFXVHGRQDVRFLDO
PLVVLRQWKDWLVVHUYLQJWKHQHHGV
RISRRUSHRSOHDOPRVWDVDFKDULW\
EDVHGV\VWHPZKLFKSUHYHQWVHYHQ
PRGHUDWHO\SURÀWRULHQWHGFDSLWDO
HQWHULQJWKLVÀHOG6HFRQGO\FXUUHQW
UHJXODWLRQVJRYHUQLQJWKHVHWWLQJ
XSDQGRSHUDWLRQVRIPLFURFUHGLW
FRPSDQLHV0&&DUHWRRUHVWULFWLYH
IRUWKHPWREHUXQLQDQHFRQRPL
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FDOO\YLDEOHPDQQHU/DVWO\ODUJH
HVWDEOLVKHGEDQNVÀQGLWGLIÀFXOW
WRVFDOHGRZQWKHLURSHUDWLRQWR
VHUYHWKHORZHQGRIWKHPDUNHW,Q
RXUYLHZKRZHYHUQRQHRIWKHVH
LQVWLWXWLRQVLVZHOOVXLWHGWRKHOS
WKHGHYHORSPHQWRIPLFURFUHGLWLQ
&KLQD%HORZZHVXPPDULVHZK\
 1*2²+DYHOLPLWHGDFFHVVWR
IXQGVDQGFDQQRWH[SDQG
 0&&²6WULFWUHJXODWLRQ
PDNH0&&ÀQDQFLDOYLDELOLW\
XQFHUWDLQWRSXWLWPLOGO\
 9LOODJH%DQN²5HTXLUHPHQWIRU
QHZVWDUWXSLVWRRWLJKWDQG
H[LVWLQJODUJHEDQNVPD\VHHOLWWOH
HFRQRPLFUHWXUQIRUGRZQVFDOLQJ
NGOs cannot accept investments, 
neither debt nor equity, so they only 
rely on donations. 
1RQ*RYHUQPHQW2UJDQLVDWLRQV
1*2DOUHDG\RSHUDWHLQ&KLQDRIIHU
LQJPLFURFUHGLWVHUYLFHVPRVWO\LQ
UXUDODUHDV2XUUHVHDUFKDQGDQDO\VLV
VXJJHVWVWKDWWKHPDLQLVVXHSUHYHQW
LQJWKHPIURPJURZLQJLVWKHOLPLWHG
FDSLWDODYDLODEOH1*2VFDQQRWUHFHLYH
HLWKHUHTXLW\RUGHEWÀQDQFLQJIURP
LQYHVWRUVDQGUHO\RQGRQDWLRQVDVWKH
RQO\VRXUFHRIFDSLWDO)RUH[DPSOH
$5'<UHFHLYHGLQLWLDOIXQGVIURP
WKH81'3DQGIURP:RNDLWKDW
FRQWLQXHWRFRQWULEXWHVPDOOIXQGV
+RZHYHUWKHLUWRWDOFDSLWDODIWHU
\HDUVRIRSHUDWLRQVUHPDLQVLQ
WKHUHJLRQRI86PDQGFXVWRPHU
QXPEHUVUHPDLQORZDURXQG
:HEHOLHYHWKDW$5'<·VEXVLQHVV
DOWKRXJKVPDOOLQVL]HLVVXFFHVV
IXOUHSD\PHQWUDWLRLVKLJKDQG
LPSURYHPHQWLQWKHOLYHOLKRRGRIWKHLU
FXVWRPHUVLVYLVLEOH+RZHYHUWKHLU
H[SDQVLRQSURVSHFWVDUHOLPLWHGE\WKH
ODFNRIVXEVWDQWLDOGRQDWLRQVÁRZ
LQJLQ2XUDGPLWWHGO\VWLOOOLPLWHG
LQIRUPDWLRQVXJJHVWVWKDWWKHVLWXD
WLRQLVVLPLODUIRURWKHU1*2V$VD
UHVXOW1*2VIXWXUHIXQGLQJDQGHYHQ
WKHLUORQJWHUPVXUYLYDOLVDWULVN
China is not perceived as a county 
in need of aid money, hence NGOs 
!nd it dif!cult to raise funds
$LG'RQDWLRQIXQGVLQWKHSHUFHS
WLRQRIPRVW:HVWHUQFLWL]HQVVKRXOG
EHGLUHFWHGWRHLWKHULPPHGLDWHUHOLHI
HIIRUWVFDXVHGE\FDWDVWURSKHVRUWR
KHOSWKRVHZKRODFNEDVLFOLIHQHFHVVL
WLHVIRRGPHGLFLQH,QRWKHUZRUGV
WKHÀUVWSULRULW\LVWRVDYHOLYHVWKH
VHFRQGLVWRRIIHUGHYHORSPHQW7KLV
LVHYLGHQWIURPSHRSOH·VUHVSRQVHWR
FDODPLWLHVVXFKDVWKHHDUWKTXDNHVLQ
6LFKXDQDQG+DLWLRUIRRGPHGLFLQH
UHOLHILQ$IULFD'HYHORSPHQWDLGQRU
PDOO\FRPHVIURPODUJHRUJDQLVDWLRQV
812[IDP'),'HWFRUSULYDWH
IRXQGDWLRQV8QIRUWXQDWHO\&KLQDLV
QRWSHUFHLYHGDVDPDLQGHVWLQDWLRQ
IRULQWHUQDWLRQDODLGHIIRUWVGHVSLWH
VWLOOKDYLQJDODUJHSRUWLRQRILWV
SRSXODWLRQRYHUPVWLOOOLYLQJLQ
SRYHUW\7KLVLVGXHSDUDGR[LFDOO\WR
WKHVXFFHVVIXOHFRQRPLFGHYHORSPHQW
DFKLHYHGLQUXUDODUHDVRYHUWKHWKLUW\
\HDUVVLQFHRSHQLQJXSDQGUHIRUPV
*URZLQJLQWHUQDWLRQDOWUDGHGLVSXWHV
ODUJHWUDGHLPEDODQFHDQGWKHUHVXOW
LQJDFFXPXODWLRQRIIRUHLJQUHVHUYHV
IXUWKHUFRPSOLFDWHVPDWWHUVDQGUH
HQIRUFHWKHYLHZWKDW&KLQDGRHVQRW
UHDOO\QHHGH[WHUQDOPRQH\WRKHOSLWV
SRRU,QRWKHUZRUGV:HVWHUQGRQRUV
SUHIHUWROHDYHWKHULFK&KLQHVH
JRYHUQPHQWWRVROYHWKHSUREOHPRI
LQFRPHGLVSDULW\DQGGHYHORSPHQW
RIOHVVDIÁXHQWDUHDV)XUWKHUPRUH
VLQFH&KLQHVHWKHGRPHVWLFFKDULW\
DUHQDLVVWLOOQRWDVGHYHORSHGDVWKDW
RIWKH:HVW1*2IXQGLQJLVDWULVN
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NGOs are too focused on social 
impact and not on !nancial return
$OWKRXJKWKHLQLWLDWLYHRI1*2VDUH
KLJKO\ODXGDEOHDQGLQGHHGRIIHU
ÀQDQFLDOVHUYLFHVRWKHUZLVHGHQLHG
WRWKHUXUDOFRPPXQLWLHVWKH\DUH
IRFXVVHGRQSURYLGLQJSRYHUW\
DOOHYLDWLRQVXSSRUWDVWKH\VKRXOG
EH1DWXUDOO\1*2VE\GHÀQLWLRQ
DUHQRQSURÀWRUJDQLVDWLRQVDQG
WKHUHIRUHFDQQRWSXUVXHÀQDQFLDO
REMHFWLYHV+RZHYHUZHEHOLHYH
WKDWZLWKRXWHFRQRPLFLQFHQWLYHV
WKHFRQWULEXWLRQRI1*2VWRWKH
GHYHORSPHQWRIPLFURFUHGLWLQ
&KLQDZLOOUHPDLQYHU\OLPLWHG
Absolute poverty in China has 
already been reduced substantially: 
what is the role of microcredit?
$FFRUGLQJWRGDWDIURP$VLDQ
'HYHORSPHQW%DQNVRISHRSOH
LQ&KLQDVXIIHUIURPKXQJHULH
DUHXQGHUQRXULVKHG$OWKRXJKWKLV
LVVWLOODODUJHQXPEHURYHUP
SHRSOHWKHUROHRIPLFURFUHGLWLQ
&KLQDFDQQRWEHWKHVDPHDVLQ
%DQJODGHVKRU,QGLD5DWKHUWKH
PLVVLRQRI0LFURFUHGLWLQVWLWXWLRQV
VKRXOGVKLIWIURPSRYHUW\DOOHYLDWLRQ
SHUVHWRIRVWHUHFRQRPLFDQGVRFLDO
GHYHORSPHQWEH\RQGSULPDU\QHHGV
LHIRRGDQGVKHOWHUZKLFKLVDOUHDG\
LQSODFHDQGDGGUHVVWKHQHHGV
RIPLFURVPDOOHQWHUSULVHVZKLFK
DUHWKHFRUHRI&KLQHVHHFRQRP\
Rule 23 places too many restrictions 
on MCCs. 
,Q0D\WKH&KLQD%DQNLQJ
5HJXODWRU\&RPPLVVLRQ&%5&
LVVXHG5XOHVHWWLQJJXLGHOLQHV
IRUWKHHVWDEOLVKPHQWDQGRSHUDWLRQ
RIPLFURFUHGLWFRPSDQLHV7KLVZDV
DJUHDWVWHSIRUZDUGLQWKHGHYHORS
PHQWRIWKHLQGXVWU\DVIRUWKHÀUVW
WLPHUXOHVZHUHFOHDUO\VHWRXWDQG
PLFURFUHGLWFRPSDQLHVJUDQWHGOHJDO
VWDWXVXSWRWKHQWKHRQO\ZD\
WRRIIHUPLFURFUHGLWVHUYLFHVZDV
WKURXJK1*2V1RWZLWKVWDQGLQJ
WKLVLPSURYHPHQWZHEHOLHYHWKDW
WKLVSROLF\LVQRWTXLWHDGHTXDWHWR
DOORZ0&&WRJHQHUDWHVXIÀFLHQW
UHWXUQVIRULQYHVWRUVDVZHKDYH
MXVWGLVFXVVHGLQWKHSUHYLRXVSDUD
JUDSK7KHSROLFLHVWKDWZHZLVKWR
EULQJWR\RXUDWWHQWLRQDVSRVVLEOH
FDQGLGDWHVIRUDPHQGPHQWVDUH
 ,QDELOLW\WRDFFHSWDQ\IRUP
RIFXVWRPHUGHSRVLWV
 0D[LPXPOHYHUDJHGHEW
HTXLW\QRWWRH[FHHG
 +LJKUHJLVWHUHGFDSLWDORI
P50%DQGP50%IRU
OLPLWHGFRPSDQ\DQGFRP
SDQ\OLPLWHGE\VKDUHV
+RZHYHUDOPRVWHYHU\RWKHULWHP
ZLWKLQ5XOHSHQDOLVHV0&&
IDUPRUHWKDQ&KLQHVH&RP
SDQ\/DZVWLSXODWHV,WLVDVLIDQ
XQQHFHVVDU\EXUGHQLVSODFHGRQ
WKHVKRXOGHUVRIPLFURFUHGLWFRP
¶:LWKRXWHFRQRPLF
LQFHQWLYHVWKHFRQWULEXWLRQ
RI1*2VWRWKHGHYHORSPHQW
RIPLFURFUHGLWLQ&KLQDZLOO
UHPDLQYHU\OLPLWHG·
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SDQLHVMXVWEHFDXVHWKH\HQJDJH
LQPRQH\OHQGLQJDFWLYLWLHV
It is unclear whether microcredit 
companies are actually !nancially 
viable.
:HEHOLHYHWKDWPLFURFUHGLWFRP
SDQLHV0&&FDQQRWEHSURÀWDEOH
PRVWO\EHFDXVHRIWKHUHJXODWLRQ
LPSRVHGE\5XOHRI&%5&-XVW
WREHFOHDUZHXVHWKHWHUP¶SURÀW
DEOH·WRPHDQ¶DGHTXDWHUHWXUQRQ
HTXLW\·QRW¶QHWLQFRPH·7RRRIWHQ
ZHKDYHVHHQLQRWKHULQGXVWULHV
DURXQGWKHZRUOGFRPSDQLHVFODLP
LQJWREHSURÀWDEOHRQO\WRGLVFRYHU
WKDWWKH\¶EX\·SURÀWDELOLW\DQG
JURZWKYLDODUJHFDSLWDOLQYHVWPHQW
7KLVLVQRWDVXVWDLQDEOHPRGXV
RSHUDQGL7KHUHIRUHRXUFRQFHUQ
LV¶FDQ0LFURFUHGLWFRPSDQLHVRIIHU
GHFHQWUHWXUQVWRLQYHVWRUV"·2XU
DQVZHULVSUREDEO\QRW+HQFH
WKHLUORQJWHUPVXUYLYDOLVXQFOHDU
7KHPRVWFRQWURYHUVLDOUHJXODWLRQ
LPSRVHGRQ0LFURFUHGLWFRPSDQLHVLV
WKHLULQDELOLW\WRDFFHSWDQ\FXVWRPHU
GHSRVLWVDQGWKHPD[LPXP'HEW
(TXLW\UDWLRWKDWFDQQRWH[FHHG
,QRWKHUZRUGVIRUHYHU\50%
RIWRWDOFDSLWDOPXVWEHHTXLW\
DQG'HEW(YHQLILQWHUHVWUDWHV
FKDUJHGWRFXVWRPHUVFDQEHDVKLJK
DVDQGHYHQKLJKHULILQWHUHVW
FDSUHJXODWLRQZHUHWREHOLIWHGWKH
HFRQRPLFVRIDQXQOHYHUHGÀQDQFLDO
LQVWLWXWLRQVLPSO\GRQ·WZRUNRXW
)LJXUHVKRZVDVLPSOLÀHGLQFRPH
VWDWHPHQWIRUDW\SLFDOPLFURFUHGLW
FRPSDQ\XVLQJYDU\LQJRSHUDWLQJ
DQGÀQDQFLQJDVVXPSWLRQVZLWK
Figure 8 – Return on Equity Sensitivity Analysis for varying operating and !nancing assumptions (%)
Scenarios
0 1 2 3 4 5 6
Balance sheet
Loans 100 100 100 100 100 100 100
liabilities (deposits/debt) 33 0 33 33 33 33 33
Equity 67 100 67 67 67 67 67
Operating Assumptions
Interest yield 20.00 20.00 15.00 20.00 20.00 15.00 15.00
Cost of debt 5.00 5.00 5.00 5.00 5.00 5.00 8.00
Cost/income ratio 0.00 0.00 0.00 20.00 30.00 30.00 35.00
LLP/loans 1.50 1.50 1.50 1.50 1.50 1.50 1.50
Enterprise Tax 25.00 25.00 25.00 25.00 25.00 25.00 25.00
Business Tax 5.50 5.50 5.50 5.50 5.50 5.50 5.50
ROE 17.00 13.00 12.00 13.00 11.00 8.00 6.00
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WKHPRVWUHOHYDQWYDULDEOHVEHLQJ
LQWHUHVW\LHOGDQGDFRVW
LQFRPHUDWLRRIDOUHDG\DJRRG
ÀJXUHHYHQIRUYHU\ODUJHEDQNV
6FHQDULRLVWKHLGHDOFDVHEXW
ZLOOQRWKDSSHQDVDVVXPSWLRQVDUH
ZD\WRRRSWLPLVWLFHYHQXQUHDOLVWLF
<HWWKDWLVWKHEHVWZHFDQGRDQG
WKH5HWXUQRQ(TXLW\LVEDUHO\
DFFHSWDEOHZHEHOLHYHWKDWDQ\
LQYHVWRUVVHHNLQJWRLQYHVWPRQH\LQ
QHZ&KLQHVHPLFURFUHGLWFRPSDQLHV
ZLWKQRWUDFNUHFRUGDQGPRVWO\
ORFDWHGLQUHPRWHUXUDODUHDVZLOO
UHTXLUHDWOHDVW8QGHUWKLV
LGHDOVFHQDULRZHDVVXPHWKDWGHEW
HTXLW\UDWLRUHDFKHVLWVPD[LPXP
DOORZHGE\ODZ$OOFDSLWDOGHEW
DQGHTXLW\LVIXOO\XWLOLVHGDQG
OHQWWRFXVWRPHUV,QWHUHVW\LHOGRQ
DYHUDJHLVDOPRVWWKHKLJKHVW
DOORZHGE\ODZ&RVWRIGHEWLVYHU\
ORZLQUHDOLW\LQYHVWRUZRXOG
UHTXLUHFORVHWR)LQDOO\FRVW
LQFRPHUDWLRLVDVVXPHGWREH]HUR
LHWKHFRPSDQ\KDVQRRSHUDWLQJ
FRVWVSHUVRQQHOVDODULHVWUDQVSRUWV
FRPPXQLFDWLRQVDFFRXQWLQJ,7
6RIWZDUHHWFDOOFRPHIRUIUHH(YHQ
XQGHUWKLVPRUHWKDQLGHDOVFHQDULR
5HWXUQRQ(TXLW\LVEDUHO\DFFHSWDEOH
$OORWKHUVFHQDULRVXVHDFRP
ELQDWLRQRIERWKRSHUDWLQJDQG
ÀQDQFLQJDVVXPSWLRQVZKLFKZRXOG
QDWXUDOO\\LHOGDQHYHQORZHU5HWXUQ
RQ(TXLW\6FHQDULRLVZKDWZH
EHOLHYHLVWKHPRVWOLNHO\RQH$YHU
DJHLQWHUHVWUDWHLVDQGFRVW
LQFRPHUDWLRDOUHDG\JHQHU
RXVJLYHQWKHODFNRIHFRQRPLHV
RIVFDOHRIPLFURFUHGLWFRPSDQLHV
ODUJHEDQNV&RVW,QFRPH5DWLRLV
DURXQG7KH5HWXUQRQ(TXLW\
IRUWKLVVFHQDULRLVDPHUH
ORZHUWKDQDQ\UHDVRQDEOHLQYHV
WRUZRXOGEHSUHSDUHGWRDFFHSW
:HWKHUHIRUHFRQFOXGHWKDWFXU
UHQWOLPLWDWLRQRQWKHÀQDQFLDODQG
RSHUDWLQJFRQGLWLRQVRIPLFURFUHGLW
FRPSDQLHVGRHVQRWDOORZWKHP
WRRIIHUGHFHQWUHWXUQVWRLQYHV
WRUV5XOHLVWKHPDLQFXOSULW
The paradox of Zhejiang and 
minimum capital requirement
$OWKRXJK5XOHVHWVWKHEDVLFPLQL
PXPUHTXLUHPHQWIRU0&&HYHU\
SURYLQFHLQ&KLQDKDVWKHIUHHGRPWR
LPSRVHLWVRZQVWULFWHUFRQGLWLRQV
7KLVUHVXOWVLQVRPHSURYLQFHVOLNH
,QQHU0RQJROLDDGRSWLQJ5XOH
LQLWVSXUHIRUPZKLOHRWKHUSURY
LQFHVOLNH=KHMLDQJLPSRVHHYHQ
WLJKWHUFRQGLWLRQV7KLVFUHDWHVWZR
PDLQSUREOHPVÀUVWO\WKHODFNRID
KDUPRQLRXVFOHDUVHWRIUXOHVDFURVV
WKHFRXQWU\WKDWFRQIXVHVLQYHV
WRUVDQGSUDFWLWLRQHUV6HFRQGO\LW
OHDGVWRWKHSDUDGR[ZKHUHE\ULFKHU
FRDVWDOSURYLQFHVLPSRVHKLJKHU
FDSLWDOUHTXLUHPHQWIRU0&&VMXVW
LQWKHDUHDVZKHUHGXHWRWKHORZHU
SURSRUWLRQRIORZLQFRPHSHRSOH
WKHWDUJHWPDUNHWIRUPLFURFUHGLW
¶2XUFRQFHUQLV´FDQ
0LFURFUHGLWFRPSDQLHV
RIIHUGHFHQWUHWXUQVWR
LQYHVWRUV"µ2XUDQVZHU
LVSUREDEO\QRW·
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FRPSDQLHVLVVPDOOHUDQGWKHUHIRUH
WKHLUORQJWHUPÀQDQFLDOYLDELOLW\
LVPRUHFKDOOHQJHG:HIHDUWKDW
WKHDSSDUHQWVXFFHVVIXOGHYHORS
PHQWRI0LFURFUHGLWFRPSDQLHVLQ
=KHMLDQJSURYLQFH²ZKHUH0&&
DUHUHJLVWHUHG²LVDLPHGPRVWO\DW
RIIHULQJFUHGLWIDFLOLWLHVWRWKHVHYHUDO
VPDOOPHGLXPHQWHUSULVHVWKDQWR
WKHORZLQFRPHSRSXODWLRQ)LJXUH
VKRZVKRZDYHUDJHORDQVL]HLV
GLVWULEXWHGDFURVVWKHSURYLQFH
LWLVGLVFRXUDJLQJWRVHHWKDWRQO\
RIORDQVDUHEHORZ50%
ZKLOHWKHYDVWPDMRULW\LVLQH[FHVV
RI50%DQGPRUHWKDQKDOI
RIDOOORDQVDUHHYHQKLJKHUWKDQ
50%KDUGO\PLFURFUHGLW
Existing Village Banks do not  
really offer microcredit services  
and establishing a new entity is 
challenging
5HFHQWO\WKHUHKDYHEHHQUHSRUWVWKDW
9LOODJH%DQNVDUHÀQDOO\HQWHULQJ
WKHPLFURFUHGLWLQGXVWU\+RZHYHU
ZHUHPDLQYHU\GXELRXVWKDWVXFK
YHQWXUHVUHDOO\RIIHUPLFURORDQVDQG
DGGUHVVWKHQHHGVRIORZLQFRPH
SRSXODWLRQV(YHQWKHPXFKSXEOL
FLVHGPPLFURFUHGLWFXVWRPHUV
UHSRUWHGE\WKH3RVWDO6DYLQJ%DQN
KDYHDQDYHUDJHORDQVL]HRI
50%DQGRQO\RIWKRVH
FXVWRPHUVUHFHLYHORDQVEHORZ
50%1RWTXLWHPLFURFUHGLW
$&&79UHSRUWDLUHGDWWKHWLPHRI
WKHUHOHDVHRI'RFXPHQW1R
GLVFXVVHV$QKXL0RVKDDQEDQNDV
DQH[DPSOHRIPLFURFUHGLWVHUYLFH
WRUXUDODUHDEXWWKHDYHUDJHORDQ
VL]HLV50%DJDLQDOLWWOHWRR
KLJK9LOODJHEDQNVIDFHWZRLVVXHV
RQRQHKDQGVFDOLQJGRZQRSHUD
WLRQGRHVQRWPDNHFOHDUHFRQRPLF
VHQVHIRUODUJHEDQNVRQWKHRWKHU
KDQGD*UHHQÀHOGVWDUWXSUHTXLUHV
WRRPXFKFDSLWDODQGUHJXODWLRQVDV
RXWOLQHGLQ5XOHDUHYHU\VWULFW
WKXVGLVFRXUDJLQJQHZHQWUDQWVWRWKH
PDUNHW:HWKHUHIRUHGRQ·WH[SHFWD
VLJQLÀFDQWQXPEHURI0&&VZLOOYRO
XQWDU\FRQYHUWWR9LOODJH%DQNVWDWXV
3. Policy Recommendations
%HIRUHGHVFULELQJRXUSURSRVHG
SROLF\UHFRPPHQGDWLRQWKHNH\
TXHVWLRQVIRUWKH&KLQHVHDXWKRULWLHV
LQFOXGLQJWKH1DWLRQDO'HYHORSPHQW
	5HIRUP&RPPLVVLRQ3HRSOH·V
%DQNRI&KLQDDQGWKH&KLQD%DQN
LQJ5HJXODWRU\&RPPLVVLRQDUHDV
IROORZV¶$UHZHKDSS\WRKDQGRYHU
DWOHDVWSDUWRIWKHUHVSRQVLELOLW\IRU
WKHGHYHORSPHQWRIUXUDODQGORZ
LQFRPHSRSXODWLRQWRLQGHSHQGHQW
SULYDWHVRPHWLPHVIRUHLJQHQWLWLHV"
'RZHQHHGWKHLUKHOSLQRUGHUWR
DOOHYLDWHSRYHUW\DQGGHYHORSUXUDO
HFRQRP\PLFURHQWHUSULVHDQGORZ
LQFRPHXUEDQUHVLGHQWVRUFDQZHGR
WKLVE\RXUVHOYHVWKURXJKGLUHFWJRY
HUQPHQWLQWHUYHQWLRQ"&DQWKHULVNRI
SRVVLEOHVRFLDOGHYHORSPHQWLPEDO
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Figure 9 – Zhejiang Province, average loan size distribution by city
Source: Zhejiang Provincial Governmen, 2009
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DQFHVUHVXOWLQJIURPVRPHJHRJUDSKLF
DUHDVKDYLQJDFFHVVWREHWWHUÀQDQFLDO
VHUYLFHVWKDQRWKHUVEHPLWLJDWHG",Q
RWKHUZRUGVFDQZHDIIRUGD¶YHUWLFDO·
HFRQRPLFDQGVRFLDOGHYHORSPHQW
LQRQO\SDUWVRIWKHFRXQWU\RULVLW
EHWWHUWRLPSOHPHQW¶KRUL]RQWDO
EODQNHW·SROLFLHVDQGDFWLRQVOHDGLQJ
WRDPRUHKRPRJHQHRXVDGYDQFH
PHQWDFURVVWKHFRXQWU\DVDZKROH"
,IWKHDQVZHUWRWKRVHTXHVWLRQLV
¶\HV·RUDWOHDVWDSDUWLDO¶\HV·LQ
WKLVVHFWLRQZHRIIHURXULGHDVDQG
VXJJHVWLRQVRQKRZPLFURFUHGLWLQ
&KLQDFDQEHIXUWKHUGHYHORSHG
Our main view is that the develop-
ment of microcredit must follow a 
‘double-bottom line’ approach
:HEHOLHYHWKDWLQRUGHUIRUDQHZ
VHFWRUWRGHYHORSVXFFHVVIXOO\WKH
ÀQDQFLDODQGHFRQRPLFDVSHFWFDQQRW
EHLJQRUHG1*2VKDYHSLRQHHUHG
PLFURFUHGLWLQ&KLQDDQGVRPHRI
WKHPKDYHEHHQDQGFRQWLQXHWREH
VXFFHVVIXODVLQWKHFDVHRI$5'<
EXWWKHLUUHDFKLVOLPLWHGWRRQO\D
IHZDUHDVDQGDVHYHUDOWKRXVDQG
FXVWRPHUV2QHNH\UHDVRQIRUWKLV
VRPHZKDWOLPLWHGVXFFHVVLVWKDWWKH\
DUHFDSLWDOFRQVWUDLQHGDQGFDQQRW
IXUWKHUH[SDQG7KHUHIRUHLQRUGHU
WRIRVWHUWKHVHFRQGVWDJHRIGHYHO
RSPHQWWKHPLFURFUHGLWLQGXVWU\
PXVWDWWUDFWQHZVRXUFHVRIIXQGV
DQGWKHUHIRUHPXVWEHHFRQRPL
FDOO\YLDEOHDQGRIIHULQYHVWRUVWKH
UHTXLUHGÀQDQFLDOUHWXUQV2IFRXUVH
WKHPLFURFUHGLWLQGXVWU\PXVWQRW
GHSDUWIURPWKHRULJLQDOVRFLDOPLV
VLRQRIFRQWULEXWLQJWRDOOHYLDWLQJ
SRYHUW\DQGRIIHULQJFUHGLWVHUYLFHV
WRWKDWSRUWLRQRIWKHSRSXODWLRQ
ZKLFKLVH[FOXGHGIURPWKHPDLQ
VWUHDPEDQNLQJVHFWRU+HQFHRXU
YLHZLVWKDWDGRXEOHERWWRPOLQH
DSSURDFKRIIHUVWKHEHVWFRPELQD
WLRQIRUHQVXULQJWKDWPLFURFUHGLWLQ
&KLQDEHFRPHVERWKVXVWDLQDEOHDQG
FDSDEOHRIPDMRUH[SDQVLRQ,QRUGHU
WRDFKLHYHWKLVZHEHOLHYHWKDWLWLV
QHFHVVDU\IRUWKHLQGXVWU\WRPDNH
PRQH\IRULWVVKDUHKROGHUV:HVHHQR
PRUDOFRQWUDGLFWLRQKHUHSURYLGHG
WKDWWKHPLFURFUHGLWFRQFHUQVDOVR
DGKHUHÀUPO\WRWKHLUVRFLDOPLVVLRQ
%HORZZHGLVFXVVRXUNH\UHFRP
PHQGDWLRQVVRPHRIZKLFKVHUYH
WKHVRFLDOPLVVLRQVRPHRIZKLFK
VHUYHWKHHFRQRPLFJRDOVRPHVHUYH
ERWKJRDOVLQWKHDWWHPSWWRFUHDWH
Figure 10 – Our Proposed Policy Recommendations Map
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DJLYHDQGWDNHVHWRIUXOHVDQGD
EDODQFHEHWZHHQSROLFLHVDQGSUDFWL
WLRQHUVLQWKHLQWHUHVWVRIDOOSDUWLHV
LQYROYHGLQFOXGLQJRIFRXUVHHQG
FXVWRPHUV2XUVXJJHVWLRQVPXVWEH
UHDGLQWKHLUWRWDOLW\QRWDVLVRODWHG
LGHDVDVZHEHOLHYHWKHLQWHUUHODWLRQ
DPRQJWKHPLVNH\WRWKHVXFFHVV
RIPLFURFUHGLW)LJXUHVKRZVD
VXPPDU\RIRXUUHFRPPHQGDWLRQV
We advocate the creation of a new 
type of company, Microcredit Com-
pany Plus Deposit (MCC+D), which 
can accept customer deposits, up to 
50% of total equity
ECONOMIC GOAL: This will reduce 
overall cost of funding, increase interest 
income ratio and, in turn, pro!tability. 
Partial solution: be able to accept early 
repayments (increase capital ef!ciency); 
be able collect customer deposits and 
transfer those funds to a licensed bank, 
thus acting as intermediary (retain 
customer relationship and make a  
small margin)
:HNQRZWKHLGHDRIDPLFURFUHGLW
FRPSDQ\EHLQJDEOHWRDFFHSW
FXVWRPHUGHSRVLWVFUHDWHVVRPH
XQHDVLQHVVLQSROLF\PDNHUVDURXQG
WKHZRUOGGXHWRWKHQHHGWR
VDIHJXDUGDWDOOFRVWVFXVWRPHUV·
GHSRVLWV,QGHHG&%5&SXUSRVHO\
LVVXHG5XOHWRDOORZPLFURFUHGLW
FRPSDQLHVWRWXUQLQWRYLOODJH
EDQNVDQGWKXVEHDEOHWRUHFHLYH
FXVWRPHUGHSRVLWV+RZHYHUWKH
FRQGLWLRQVIRUFRQYHUWLQJLQWRD
9LOODJH%DQNDUHH[WUHPHO\WLJKWDQG
ZHZRXOGEHVXUSULVHGLIDODUJH
QXPEHURIH[LVWLQJ0&&ZHUHWR
WDNHWKLVURXWH7KHNH\LVVXHLVWKDW
WKH¶GLVWDQFH·EHWZHHQDQ0&&5XOH
DQGD9LOODJH%DQN5XOHLV
WRRIDUHVSHFLDOO\GXULQJWKHLQGXV
WU\RUDFRPSDQ\JURZWKSKDVH
ZKHQFXVWRPHUGHPDQGDQGSURÀW
DELOLW\DUHXQFHUWDLQ0LFURFUHGLW
FRPSDQLHVGRQRWQHHGWRRIIHUD
FRPSOHWHUDQJHRIÀQDQFLDOVHUYLFHV
FUHGLWFDUGVPRQH\WUDQVIHUQRU
ZLOOWKH\HQJDJHLQRWKHUDFWLYLWLHV
W\SLFDORID¶QRUPDO·EDQNWUDG
LQJVHFXULWLHVLQYHVWPHQWLQRWKHU
HQWLWLHVDQGRWKHUULVN\RSHUDWLRQV
/LPLWLQJGHSRVLWVWRVD\RI
WRWDOHTXLW\ZRXOGQRWVXEVWDQWLDOO\
LQFUHDVHWKHLURSHUDWLRQDOULVNDQG
WKHUHVXOWLQJULVNRIGHIDXOWRQFXV
WRPHUGHSRVLWVSURYLGHGDGHTXDWH
PRQLWRULQJRIORDQSRUWIROLRULVN
LVLPSOHPHQWHG$IWHUDOOWKHFRUH
HTXLW\7LHU5DWLRZRXOGEH
ZHOODERYHDQ\%DVHOUHTXLUHPHQW
ZKLFKVHWVDVWKHPLQLPXP
ZLWKEHLQJUHJDUGHGDVDVROLG
OHYHO7KLVFDQEHDFKLHYHGZLWKRXWD
IXOOEORZQ¶EDQNLQJVHFWRU·VW\OHVHW
RIUHJXODWLRQV2QWKHRWKHUKDQG
KDYLQJDFFHVVWRFXVWRPHUGHSRVLW
ZLOOVLJQLÀFDQWO\ORZHUWKHRYHUDOO
FRVWRIÀQDQFLQJ:LWKRXWWKHDELO
LW\WRDFFHSWFXVWRPHUGHSRVLWVWKH
RSHUDWLRQDOYLDELOLW\RIVXFKHQWHU
SULVHLVWLJKWJLYHQDQDFFHSWDEOH
LQWHUHVWUDWHWREHFKDUJHGWRFXVWRP
HUVDUHTXLUHGUHWXUQRQ
LQYHVWPHQWE\VKDUHKROGHUVFDQEH
DVKLJKDVRURQO\PLWLJDWHG
E\VRPHGHEWLQLWVHOIDOVROLP
LWHGWRDPD[LPXPRIRIWRWDO
HTXLW\WKHUHVXOWLQJQHWLQWHUHVW
VSUHDGPD\ZHOOEH]HURRUQHJDWLYH
&RPELQLQJWKLVZLWKWKHSRVVLELOLW\
WKDWQRWDOOFDSLWDOLVSXWWRXVHDW
DQ\RQHWLPHHVSHFLDOO\GXULQJWKH
JURZWKSKDVHWKHUHLVDQRQ]HUR
SUREDELOLW\WKDW0&&VDUHOLNHO\WR
LPPHGLDWHO\UXQLQWRQHJDWLYHQHW
LQWHUHVWLQFRPH1,,)XUWKHUPRUH
HYHQDWLJKWO\SRVLWLYH1,,FDQEH
ZLSHGRXWE\WKHDFWXDORSHUDWLRQDO
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FRVWVSHUVRQQHOUHQWWUDQVSRUW
FRPPXQLFDWLRQVDQGWD[,QDGGL
WLRQDFFHSWLQJFXVWRPHUGHSRVLWV
ZRXOGUHGXFHVLJQLÀFDQWO\WKH
OLTXLGLW\ULVNRIWKH0&&&XVWRPHU
GHSRVLWVDUHJHQHUDOO\¶VWLFN\·DQG
VWDEOHZKLOHZKROHVDOHPDUNHWVFDQ
GU\RXWRYHUQLJKWZKHQV\VWHPLF
ULVNVDIIHFWWKHÀQDQFLDOPDUNHWV
DVVHHQLQDVSHFWDFXODUO\PDQQHU
GXULQJWKHVXESULPHFULVHVDQGWKH
UHVXOWLQJZRUOGZLGHFUHGLWFUXQFK
$FFHSWLQJFXVWRPHUGHSRVLWVRQ
ZKLFKRQO\DQRPLQDOLQWHUHVWUDWHLV
SDLGRXWZRXOGLPPHGLDWHO\UHGXFH
WKHFRVWRIIXQGLQJE\DVVXP
LQJDQDOOHTXLW\ÀQDQFHGHQWLW\
JLYLQJWKDWPXFKQHHGHGEUHDWKLQJ
VSDFHIRUDQRQJRLQJSURÀWDELOLW\
DQGVXVWDLQDELOLW\RIWKHEXVLQHVV
:KLOHWKHDERYHVXJJHVWLRQ
LVEHLQJLPSOHPHQWHG²ZKLFK
FRXOGEHDSURWUDFWHGSURFHVVZH
VXJJHVWWZRLQWHUPHGLDWHOHVV
SDLQIXOGHYHORSPHQWVWKDWFRXOG
EHLQWURGXFHGPRUHTXLFNO\
 0&&'WREHDOORZHGWR
DFFHSWHDUO\UHSD\PHQWVR
WKDWFDSLWDOHIÀFLHQF\FDQEH
LQFUHDVHGDQGFXVWRPHUGHIDXOW
ULVNIXUWKHUPLWLJDWHG
 0&&'WREHDOORZHGWRFROOHFW
FXVWRPHUGHSRVLWVEXWSDVVWKHVH
RQWRIXOO\OLFHQVHGEDQNV0&&
ZRXOGWKHQDFWDVLQWHUPHGLDU\
DQGUHWDLQFXVWRPHUUHODWLRQVKLS
ZKLOHSHUKDSVPDNLQJDVPDOO
PDUJLQ7KLVZLOOQRWHQKDQFH
0&&·VORDQFDSDELOLWLHVQRU
UHGXFHWKHFRVWRIIXQGLQJEXW
ZRXOGEHDQLPSRUWDQWFXVWRPHU
UHWHQWLRQWRROXVHIXOWRDYRLG
WKHVLWXDWLRQZKHUHE\DFOLHQW
DSSURDFKHV0&&IRUORDQVEXW
WKHQSODFHVKLVGHSRVLWVZLWK
DQRWKHULQVWLWXWLRQZKLFKFRXOG
DWVRPHSRLQWLQWKHIXWXUH
GHFLGHWRHQWHUWKHPLFURFUHGLW
PDUNHWDQGWKHUHIRUHWDNHWKDW
FXVWRPHUDZD\DIWHUKHKDV
EHHQQXUWXUHGE\WKH0&&
Creation of a new monitoring body, 
independent from the CBRC, that 
is responsible to regulate MCC+D 
companies
SOCIAL GOAL: Ensure the protection of 
customer deposits
2XUSURSRVHGQHZHQWLW\PLFUR
FUHGLWFRPSDQ\3OXV'HSRVLWZLOO
QRWHQJDJHLQDQ\ÀQDQFLDOVHUYLFHV
RWKHUWKDQOHQGLQJDQGERUURZLQJ
WKHUHIRUHUHJXODWLRQVLPSRVHGRQ
IXOOEORZQEDQNVPD\QRWEHDSSUR
SULDWH+HQFHWKHUHVSRQVLELOLW\IRU
PRQLWRULQJWKHLURSHUDWLRQVDQG
HQVXUHWKHSURWHFWLRQRIFXVWRPHU
GHSRVLWVPD\QRWÀWWKHUROHRI
&%5&ZKLFKLVWRREXV\LQGHDOLQJ
ZLWKWKHZLGHUEDQNLQJV\VWHPDQG
ZHKHDUDOUHDG\XQGHUVWDIIHGDW
FRXQW\OHYHOZKHUHRQO\WKUHHVWDII
PHPEHUVDUHHPSOR\HG,QVWHDGZH
SURSRVHDQHZUHJXODWRU\DQGPRQL
WRULQJFRPPLVVLRQZKRVHRQO\UROH
LVWRRYHUVHH0&&'HQWHUSULVHV
Reduce minimum capital require-
ment for MCC+D enterprises
ECONOMIC GOAL: Lower barriers to 
entry, allow more ef!cient use of funds
:HEHOLHYHFXUUHQWPLQLPXPFDSLWDO
UHTXLUHPHQWVP50%IRU/LPLWHG
/LDELOLW\&RPSDQ\DQGP50%
IRUFRPSDQ\OLPLWHGE\VKDUHVDUH
WRRKLJKIRUPLFURFUHGLWFRPSDQLHV
)XUWKHUPRUH&KLQHVHFRPSDQ\ODZ
HVWDEOLVKHVORZHUUHTXLUHPHQWVIRU
OLPLWHGFRPSDQLHVPLQLPXPFDSLWDO
UHTXLUHPHQWIRUDOLPLWHGFRPSDQ\LV
50%ZKLOHPLQLPXPFDSLWDO
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MCC+D maximum loan size should 
be capped at 1.5 times 18 individual 
customer annual income, and not 
higher than 50,000 RMB
SOCIAL GOAL: Offer services to low-
income population as the primary 
objective
:HSURSRVHWRLPSRVHVXFKDFRQ
VWUDLQWRQWR0&&'FRPSDQLHVLQ
RUGHUWRSUHYHQWWKHPIURPIDOO
LQJLQWRWKHWUDSRILQFUHDVLQJORDQ
VL]HIRUWKHVDNHRISURÀWVSHUVH
$QXPEHURIRXUVXJJHVWLRQVDUH
DLPHGDWIDFLOLWDWLQJORQJWHUP
ÀQDQFLDOYLDELOLW\RI0&&'
EXWWKH\VKRXOGDOVREHIRUFHGWR
UHVSHFWWKHPLVVLRQRIFRQWULEXWLQJ
WRWKHGHYHORSPHQWRIORZLQFRPH
VWUDWDRIWKHSRSXODWLRQ:HVXJ
JHVWFDSSLQJWKHPD[LPXPORDQ
VL]HDWWRWLPHVHDFKFXVWRPHU·V
DQQXDOLQFRPHDQGLQDQ\FDVH
QRWWRH[FHHG50%%\
GRLQJWKLVZHFDQEHVXUHWKDWWKH
ORDQVL]HLVDSSURSULDWHWRWKHHFR
QRPLFVLWXDWLRQRIWKHFXVWRPHU
Harmonise regulations across 
China, eliminate provincial 
difference
ECONOMIC GOAL: Enhance clarity on 
rules and regulation across the country
SOCIAL GOAL: Eliminate preferential 
treatment of some provinces and the 
‘Zhejiang Paradox’ 
$VZHGLVFXVVHGEHIRUHDOWKRXJK
5XOHVHWVPLQLPXPFDSLWDO
UHTXLUHPHQWIRUPLFURFUHGLWFRP
SDQLHVZKLFKZHSURSRVHWRORZHU
DQ\ZD\HYHU\SURYLQFHVHWVLWVRZQ
UXOH,QSUDFWLVHPLQLPXPFDSLWDO
UHTXLUHPHQWDUHRIWHQPXFKKLJKHU
WKDQ5XOHVXJJHVWV,QJHQHUDO
ULFKHUSURYLQFHVLPSRVHKLJKHU
UHTXLUHPHQWV=KHMLDQJ%HLMLQJWKDQ
SRRUHUSURYLQFHV,QQHU0RQJROLD
UHTXLUHPHQWIRUFRPSDQLHVOLPLWHG
E\VKDUHVLVP50%EXWRQO\
PXVWEHFRQWULEXWHGDWLQFHSWLRQ
ZLWKWKHUHVWEHLQJSDLGLQZLWKLQ
WZR\HDUVRIIRUPDWLRQ6RZK\
VKRXOGPLFURFUHGLWFRPSDQLHVKDYH
DKLJKHUPLQLPXPFDSLWDOUHTXLUH
PHQW"'HYHORSLQJDPLFURFUHGLW
DFWLYLW\IURPVWDUWXSLVQRWHDV\
DQGLWWDNHVWLPH+DYLQJVXFKODUJH
FDSLWDOUHTXLUHPHQWLQFUHDVHVWKH
FRVWRIIXQGLQJGXULQJWKHVWDUWXS
SKDVHZKHQUHYHQXHVDUHVWLOOORZ
KHQFHSXWVWKHÀQDQFLDOYLDELOLW\RI
WKHFRPSDQ\DWULVN$VDQH[DPSOH
$5'<$VVRFLDWLRQIRU'HYHORS
PHQWRI<LORQJFRXQW\LQ6LFKXDQ
DOWKRXJKRSHUDWLQJDVDQ1*2DQG
VRPHZKDWFDSLWDOFRQVWUDLQHGDIWHU
\HDUVRIRSHUDWLRQVKDVDORDQ
SRUWIROLRRIRQO\DERXWP50%
:HWKHUHIRUHSURSRVHORZHULQJWKH
PLQLPXPFDSLWDOUHTXLUHPHQWWR
50%DQG50%
UHVSHFWLYHO\IRUWKHWZRW\SHVRI
FRPSDQLHV%\GRLQJWKLVQHZ
VPDOOHQWUHSUHQHXULDOHQWLWLHVFDQ
EHDWWUDFWHGWRHQWHUWKHPDUNHW
¶2SHQLQJXSWKHPDUNHW
WRIRUHLJQLQYHVWPHQWZLOO
DWWUDFWPRUHPRQH\DVZHOO
DVH[SHUWLVHIURPRWKHU
PLFURÀQDQFHSUDFWLWLRQHUV·
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QXPEHUEXWJLYHQWKHVPDOOQXPEHU
RIFRPSDQLHV²²DQGWKHORZ
LIDQ\SURÀWDELOLW\LWLVQDWXUDOWR
WKLQNWKDWHOLPLQDWLQJWKLVWD[ZLOO
QRWFULSSOHWKH&KLQHVHHFRQRP\
MCC+D should be allowed to take 
investment (debt/equity) from 
abroad
ECONOMIC AND SOCIAL GOAL: Attract 
more capital and foreign know-how, 
increase customer reach
$OWKRXJKLWLVQRWH[SOLFLWO\
IRUELGGHQOLWWOHIRUHLJQFDSLWDOÀQGV
LWVZD\LQWRWKH&KLQDPLFURFUHGLW
VHFWRU(VSHFLDOO\GXULQJWKHFXUUHQW
ÀQDQFLDOFULVLVDQGUHFRYHU\ZKHQ
ERQG\LHOGVDUHORZQHZPRQH\IURP
DEURDGLVORRNLQJDWQHZLQYHVWPHQW
RSSRUWXQLWLHVRSHQLQJXSWKHPDUNHW
WRIRUHLJQLQYHVWPHQWZLOODWWUDFW
PRUHPRQH\DVZHOODVH[SHUWLVHIURP
RWKHUPLFURÀQDQFHSUDFWLWLRQHUV:H
XQGHUVWDQGWKDWRXWRIWKHWRWDO
0&&VRQO\0LFURFUHG1DQFKRQJ
LVIXOO\IXQGHGIURPIRUHLJQFDSLWDO
'LVFXVVLRQZLWK3ULYDWH(TXLW\
FRPSDQLHVLQFOXGLQJ%OXH2UFKDUG
VKRZVWKDWIRUHLJQLQYHVWRUVKDYHDQ
LQWHUHVWLQWKH&KLQHVHPLFURFUHGLW
LQGXVWU\EXWWKHFRQGLWLRQVDUH
QRW\HWVXIÀFLHQWO\DWWUDFWLYH7KH
ZRUU\WKDWDÁXUU\RIKRWPRQH\
FRXOGFRPHLQWR&KLQDXSVHWWLQJ
WKHDOUHDG\IUDJLOHH[FKDQJHUDWH
UHJLPHVKRXOGEHSOD\HGGRZQ
DVWKHPLFURFUHGLWLQGXVWU\LVVWLOO
VPDOOLQVL]HDQGHYHQLIPLOOLRQVRI
GROODUVZHUHWRSRXULQWKLVZRXOG
VWLOOEHVPDOOFRPSDUHGWRVD\WKH
FXUUHQWOHYHORI)',RI86EQ
Eliminate debt/equity ratio  
limit of 50%
ECONOMIC AND SOCIAL GOAL: 
Increasing Return on Equity, makes MCC 
Licence to operate should be 
granted at provincial level, not at 
county level
ECONOMIC GOAL: Allow companies to 
reach economies of scale
SOCIAL GOAL: Ensure that all counties, 
or at least adjacent ones, have access to 
the same level of !nancial services
&XUUHQWO\0&&FRPSDQLHVQHHG
WRDSSO\DWFRXQW\OHYHOWREHDEOH
WRRSHUDWH,IWKH\ZLVKWRH[WHQG
WKHLURSHUDWLRQVWRDQRWKHUFRXQW\D
VHSDUDWHXSLQGHSHQGHQWHQWLW\PXVW
EHVHWXS(OLPLQDWLQJWKLVUHVWULFWLRQ
DQGDOORZLQJFRPSDQ\UHJLVWUD
WLRQDWSURYLQFLDOOHYHOZLOODOORZ
0LFURFUHGLWFRPSDQLHVWRH[SDQG
WKHLUUHDFKEH\RQGFRXQW\ERUGHUV
VHUYHPRUHFXVWRPHUVDQGKDYH
DEHWWHUFKDQFHWRVXFFHHGÀQDQ
FLDOO\7KLVZLOODYRLGWKHVFHQDULR
ZKHUHE\FXVWRPHUVLVRQHFRXQW\
KDYHDFFHVVWRPLFURFUHGLWVHUYLFHV
ZKLOHSHRSOHOLYLQJLQDQHLJKERXU
LQJDUHDDUHGHQLHGWKHSURYLVLRQ
RIVXFKVHUYLFHVRQWKHRWKHUKDQG
H[SDQGLQJFXVWRPHUUHDFKZLOO
KHOS0&&'HQWLWLHVWRUHDFK
HFRQRPLHVRIVFDOHVZKLFKLVYHU\
GLIÀFXOWXQGHUFXUUHQWFRQGLWLRQV
Eliminate all taxes for Micro!nance 
institutions
ECONOMIC GOAL: Allow MCC to be 
more pro!table
&XUUHQWO\PLFURFUHGLWFRPSDQLHV
DUHWD[HGOLNHDOOFRPPHUFLDOHQWLWLHV
DQGKDYHWRSD\VDOHVWD[SOXV
HQWHUSULVHWD[RQLQFRPH,Q
RXUYLHZWKHUHLVQRUHDOUHDVRQIRU
WKHJRYHUQPHQWWRLPSRVHWKLVWD[
ZKLOHLWGLVFRXUDJHVQHZHQWLWLHV
IURPEHLQJVHWXS7D[UHYHQXHVIURP
WKHPLFURFUHGLWVHFWRUDUHDEVROXWHO\
QHJOLJLEOHIRUWKHJRYHUQPHQW
EXGJHW²ZHGRQ·WNQRZWKHDFWXDO
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Update the Hu Kou
)LQDOO\ZHEHOLHYHLWLVWLPHWRXSGDWH
WKH+X.RXV\VWHPUHVLGHQWLDOV\V
WHPVRWKDWDUHDOSLFWXUHRI&KLQD
UXUDOSRSXODWLRQFDQEHDVVHVVHG
7KLVZLOOKHOSFRPSDQLHVDQGLQYHV
WRUWRDVVHVPDUNHWGHPDQGLQDPRUH
UHOLDEOHPDQQHUDQGPDNHEHWWHU
LQIRUPHGLQYHVWPHQWGHFLVLRQV
4. Conclusions
,QWKLVÀUVWSDSHURQWKHPLFURFUHGLW
LQGXVWU\LQ&KLQDZHKDYHDUJXHG
WKDWZKLOHWKHUHLVDODUJHSRWHQWLDO
PDUNHWFXUUHQWUHJXODWLRQVGRDOORZ
PLFURFUHGLWFRPSDQLHV0&&WR
EHUXQDVÀQDQFLDOO\YLDEOHHQWLWLHV
'HVSLWHWKHODUJHQXPEHURI0&&V
FUHDWHGRYHUWKHODVWPRQWKVPRVW
DSSHDUWRKDYHDODUJHDYHUDJHORDQ
VL]HDERXW50%ZKLFKZH
GRQRWUHJDUGDVWUXHPLFURORDQV:H
DOVRDUJXHGWKDWWKHVHFRPSDQLHV·
UHWXUQRQHTXLW\LVWRRORZWRDWWUDFW
H[WHUQDOLQYHVWRUVDQGWKHUHIRUHZH
IHDUWKDWDIWHUWKHLQLWLDOHQWKXVLDVP
PDQ\FRXOGUXQLQWRÀQDQFLDOGLI
ÀFXOWLHVDQGSXWWKHGHYHORSPHQW
RIPLFURFUHGLWVHFWRUDWULVN,QRXU
YLHZWKHPDLQFXOSULWLV5XOH
ZKLFKLPSRVHVWRRWLJKWFRQGLWLRQV
RQ0&&V,QVWHDGRIFKDQJLQJDOPRVW
HYHU\WKLQJZKLFKLVFRQWDLQHGLQ
5XOHZHSURSRVHWKHFUHDWLRQRI
DQHZPRUHÁH[LEOHW\SHRILQVWLWX
WLRQWKDWZLOOEHDOORZHGWRDFFHSW
FXVWRPHUGHSRVLWVZLOOQRWKDYH
VWULFWPLQLPXPFDSLWDOUHTXLUHPHQW
FDQRSHUDWHDFURVVDZKROHSURY
LQFHLVWD[H[HPSWDQGFDQDFFHSW
LQYHVWPHQWIURPERWKGRPHVWLFDQG
LQWHUQDWLRQDOLQYHVWRUV,QH[FKDQJH
IRUWKHVHUHOD[HGUXOHVVXFKDQHZ
PLFURÀQDQFHFRQFHUQWKDWZHZLOO
more pro!table, attracts more investment 
and be able to serve more customers
'HEWLVWKHNH\IDFWRUIRUDÀQDQ
FLDOLQVWLWXWLRQ·VSURÀWDELOLW\DVLW
LQFUHDVHVWKHRSHUDWLRQDOOHYHUDJH
DQGDOORZVIRUKLJKHU5HWXUQRQ
(TXLW\$WWKHPRPHQWWKHOHYHO
RIGHEWDQ0&&FDQDFFHSWFDQQRW
H[FHHGRIUHJLVWHUHGHTXLW\
FDSLWDO:KLOHZHGLVFRXUDJHRYHU
OHYHUDJLQJWKHEXVLQHVVZKLFKPLJKW
FUHDWHOLTXLGLW\SUREOHPVDVZH
KDYHVHHQGXULQJWKHUHFHQWÀQDQFLDO
FULVLVGHEWHTXLW\RUJHDULQJUDWLR
FDQEHUHOD[HGWRVD\ZLWKRXW
VLJQLÀFDQWO\DOWHULQJWKHULVNSURÀOH
RIWKHEXVLQHVV'HEWLVLQYHVWRUV·
PRQH\QRWFXVWRPHUGHSRVLWVKHQFH
WKHUHZRXOGEHQRDGGLWLRQDOULVN
IRUFXVWRPHUV$GHEWOHYHOHTXDOWR
RIHTXLW\LQDGGLWLRQWREHLQJ
DEOHWRPRELOLVHGHSRVLWVXSWRRI
HTXLW\DVZHSURSRVHZRXOGWDNHWKH
&RUHHTXLW\7LHU5DWLRWRDJDLQ
ZHOOZLWKLQ%DVHOUHTXLUHPHQWV2Q
WKHRWKHUKDQGKLJKHUOHYHORIGHEW
WHQGVWRLQFUHDVHUHWXUQRQHTXLW\
WKXVPDNLQJPLFURFUHGLWFRPSDQLHV
ÀQDQFLDOO\PRUHDWWUDFWLYHDQGLQ
WXUQDWWUDFWPRUHFDSLWDOH[SDQG
WKHLUFXVWRPHUUHDFKDQGDFKLHYH
ERWKHFRQRPLFDQGVRFLDOJRDO
MCC+D personnel 
should be trained
:HDOVRSURSRVHDIRUPDOPDQGD
WRU\FHUWLÀFDWLRQUHTXLUHGE\DOO
SUDFWLWLRQHUVLQWKHPLFURFUHGLW
VHFWRU&HUWLÀFDWLRQIURPWKRVH
LQVWLWXWLRQVVKRXOGEHPDQGDWRU\
EHIRUHORDQRIÀFHUVFDQRSHUDWH
7KLVZLOOHQVXUHWKDWRQO\SURSHUO\
WUDLQHGSHRSOHKDYHWKHDXWKRULW\
WRRIIHUORDQVDQGZLOOEHDZDUHRI
ORDQULVNPDQDJHPHQWWHFKQLTXHV
VRDVWRUHGXFHWKHULVNRIGHIDXOWV
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FDOO¶0LFURÀQDQFH&RPSDQ\3OXV
'HSRVLW·RU0&&'ZLOOKDYHWR
FRPPLWWRVHUYHWKHORZLQFRPH
SRSXODWLRQDQGKDYHPD[LPXPORDQ
VL]HFDSSHGDWWLPHVFXVWRPHUV·
DFWXDODQQXDOLQFRPHDQGLQDQ\
FDVHQRWKLJKHUWKDQ50%
VRWKDWWUXHPLFURORDQSURGXFWVDUH
RIIHUHG+RZHYHUIXUWKHUUHVHDUFK
LVQHFHVVDU\RQKRZWKLVPLJKWEH
LPSOHPHQWHGLWVOLNHO\LPSDFWDQG
WKHH[WHQWRIWKHPDUNHWWKDWQHHGV
WREHVHUYHG7KHVHWRSLFVZLOOEH
GHDOWZLWKLQRXUIXWXUHUHSRUWV
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Endnotes
1 The so-called ‘Document No.1’ is a yearly 
document issued by the Central Com-
mittee of the Communist Party of China 
and the State Council, that sets goals 
and priorities for the country’s economic 
development during the following 12 
months. The December 2009 issue is 
available at:  
Full Text (Chinese): http://www.gov.cn/
jrzg/2010-01/31/content_1524372.htm  
Summary (Chinese): http://www.gov.cn/
jrzg/2010-02/02/content_1526510.htm 
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